'_giA:H!S ORICAL REVIEW PROGRAM g

T
RELEASE AS SANITIZER

4968 ~
< {2[85

} gﬁigﬁ: 6 November 1957

Chief,

Submission of ORR ., "Dissatisfactions Within CEMA"

3. 'The raucity of information avellable on question three of
the requestor's statement of objectives (identification of individuals
involved in the dissstisfactions) precluded its treatment in this
study. :




Preface

This report deseribes some of the dissgatiamfactions within the Soviet Bloc's

‘Couneil for Mutunl Economie Assistence (CEMA). It is not a balanced eveluation

of economic coordimstion moves in the Soviet Bloc, because {t deals only with the

vesknesses, not with the strengths and sucegsses of the system.
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I. Introduction

Dissatiasfaotions within CEMA have oceurred from time to tdme gince ita origin
an:d continue intermittently to the present.# They include chiefly planning and
trade problems, slithough finaneinl » administrative, and even rersonnel discontents
have occasionally been noticesble. Dissatisfaction with the CEMA gystem has
existed not only in Satellite countries, tut also within China (which 4s not a
formal member of ‘mei organization), and within the Soviet govermment itselr.

The leeding cause of dissatisfaction among CEMA members comes from the demands
made by the ;rganization on the countries involved. DPecause CEMA requires '11:8
members someti.mn. to disregerd their own ecomsmic interests, nationalist sentiment
has frequently arisem to combat thq GEMA progrem. #hat may be sdvantageous for
the Eloc (in Soviet eyes), may not be‘ad:vamgeouc for the individusl nembers.
Consequantly, ‘blmxse are examples of fadlure %o eddde by CGEMA directives in production
planning, reluctsnce %o freely trade certain crdtical commodities, and price
competition over mon-Hloe markets.,

The Soviet leaders, hovever, have rersistently moved to combat Satellite
recaleitrance in accepting economic coordination and integration. They have pot
alvay;a been Maumn, tut they have forced Batellite officials to overcome some
registance 40 the CEMA aywtem.

II. AMministrative Controls
CEMA members heve shown reluctance to eccept the administrative controls

imposed on them by CEMA and by the USSR, In 1953, China complained to Polend that

* " CEMA 1n oetetaibly an intemational organiretion formed by the USSR and the
East Buropean Setellites, TFor pragtical pmxposes, 4t 18 a Soviet instyrment for
coordinating apd integrating the economien ot the Soviet Hoe. .
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1t a4 not ltke Soviet imtervention in’ 8ino~Polish trade negotiations. The Poles
replied that theyiwere gompelled to co~ordinate all exports with CEMA and admitted
this meant, in faet, coordination with the USSR,

Overtureenoratization hse stifled the work of the CEMA Irom and Steel Commttee
and 1ts sub-comuittees. Eventually, Sstellite members of the Commitiee vere forced
to negotiate smong themselves witizout informdng the Russisns ; 8imply because .of the
deademing effect on all productive activity on the part of the Committee's secretariat
and the Chaimman's office. The Russisng finally called for suggestions from the

Satellite delegations on how to eliminate the .G:Sﬁ{mittee's bureaucratic delays. 1/

III.Plenning Pipsatdstaction

Apart from simple coordination of economic plans, CEMA has as its major planning
objective assigning to eoch member country responasibility for producing specific
goode for most of Af not the entire Bloa, By mdd-1956 CEMA hsd assigned to
ea;zh country the development end production of & mumber of suc‘rhvproducts, for
example, alimnodum in Hungary and cosl in Poland. |

Prior to 1954, CEMA forbede RMungary to produce certain textile machinery. 2/
Reportedly, Poland and Hungary hed not earried out the production assigmments
made at the CEMA meeting of My, 1956, 3/ Anothér report notes that Bast Germany
odbjected to CEMA assigrments for construdting chemical instellations in other
Satellites. If that continues, East Germen chemical specia.u.sté believe that
inereasing Satollite self-suffictency in chemicals w11l end Past Germany's monopoly
within the Bloe. L/ After the Polish vprising of 1956, Gomulke served notice on
the USSR that his country will concentrate on developing its total production

Process, L.s., mm:g '1?.3}3% assignments only if they are advantageous to
i

the Polish mw i et ~ome of 1ts concentrations




on heavy industry and Place more stress on Gonsumere goods.

Following from spectaldzation REX A, some Batellites have objected to certain
imports ond exports as plemmed by CEMA, ghortly sfter CEMA was organived, it
forsed Poland to axport coel and agricultural products to East Germany -esppowedin.
to the detrinent of Polend's economy. This later proved to be one of the
caugen of the Ponsh revolt of 1956. In eamly 1936 Hungary was criticized in a
CEMA meeting for importing ball bearings £xom France and Belgium rather then fxom
Bagt Germany. Hungary did not promise to stop thda practice, hovever. 5/

In 1956, Poland requested 26,000 toms of heavy stesl ple.f;e.n » Btrip, and sheets
from Czechoslovekia. This request was refitsed, reportedly causing conaideradble
111 feeling smong Polish officials.’ §/ At a fwll CEMA meeting in warsav in mid-
1957, the Bovist delegate Baburov¥*enceuntered opposition from Polish, Czech and
Bagt Gexmn delegntes to the effect that demandas for certadn products and supp}iee
from these countries could not be met., A gtudy commesion on the problem vas
estoblished, 7/ Fizmtty fhe ussm reportedly has imterfered with Bast Germen
plana to export tractors to the otharvsatallites by attempting to dispase of
surplus Soviet tractara through the CEMA agreements. The Rloc countries supposedly
prefer the East Gexrman tractors. 8/

Finally, the UBSR, although o member of CEMA, remains somewhat independent
of the aystem of Rl.oc eoordingtion. CEMA never rules contrary to the desires of
8oviet officlals, nox does it assign to the USBR production or tmdevpl&ns objection-

able to the latter. The positien of the UBSR is conspicious in thet 1t is not

#% TNow Depuby Chaizmen of the USSR State Committee for Forsign Economic Relations-
(formerly GUES). .

#¥ CEMA ae net s#e c.‘u-ﬂcu;\\n‘ mermdaenedd §, Ahvs vefusal.
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bound 1in any way by CEMA pm;mction asgigmments. The USSR has purchased, pm;
duced and gold whatever it has wished with 1ittle 1€ any "coordination” with the
other CEMA cowmtries.

One of the sources of ér‘oatest dissatisfaction smong members of CEMA is the
peraistent element of competition emong mber eountries in trade both‘w,ithin and
outside of the Eloc. In the fall af 1985 ‘Poland and Czechoalovekia undercut
Eost Germm: bids on trade with the Near Eagt. At s CEMA meeting in April, 1956,
Czechoslovekia, Bungary, and Rumamia complained of being undersold by East Germany
~ and Polend on freight cars for Egypt. The prices offered by the East German and

Poles were 20-25% lower then those oi’ the other three Satellites. Consequently,
Egypt Wt the osrs from Bast Germany end Polend, 9/ Also in 1956, Bulgaria
was undervut in egg prices to Grsece by Hugary end Rumenis, thus forcing Bulgaris
to lower her pxlees. In addition, Eanst Gérmmny lowered her price for telephone
inguletors to Greece to equal the Bulgarfan price. The contract was given to

East Germeny. 10/ The Bulgarisn Govermment intended to take these matters to
CEMA. B8t111 4n the seme year, Csechoslovakie lost a contrect to build a bridge
across the Nile beca\ine the Mungarians quotd a figure of 200,000 (Egyptisn pounds)
: bélow the Cwéh price. 11/ Late in 1996, Boviet officials eriticived East Germany
for being "400 idberal” in importing dadry products from Denmrrk and Holland in
exchange for optiesl pmcis;ion instruments. The Soviet officials statedtihdt
beemmg Bagt Gérmanyimports and exports were too high in this connection, the
latter 414 not fulf1ll its ohligetions to pther Bloc cﬁun’cries. 12/ 1In 19574

lend even Yog OS‘J‘LV;‘\)

Bungary, Polsnd end, Iczecha‘alovakiafompeted over the order for the Helwan bridge
!

!

in Egypt. After-w tha condreest 0 mogag reportedly tried to convince
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the Egyptiana of the inabi]d.ty.o:t‘,\ﬂungarﬁ,@ industry to meet the commitment, _p_/

V. Failure to f‘ul:_fill Export Commitments A

A cause of freguent dissatisfaction ianpng members of CEMA is the disruption
growing out of t‘h; SLallure of one country to meet its coordinated t;xnort cammit-~
menta. The net effect has been to upset the Import-export plan of cne or more
other member eountries, |

in 1953 n.ﬂungarian 1ight industry plant frequently revi'sed its plan becaunse
it did not receive raw materials from the UBSR as sg)iedule d. l._l:_/ 48 of February
1955, one Ea‘n?.. German plant was overdue in deliveries of machine tools and metal
goods to Czechoslovakia, Rumania, H\mgafy, Poland, and the USSR. 15/ In 1956
Czeoho:;lovaku defaulted in j.ts contracts to supply Pipes and tubes to the USSk,
China, a;nd Rumania, ;L_é_/ In nid-1956 Eazt Germany postponed the delivery of a
cement factory. to Bu}garia'nntil mid=1957. The Bulgarian Foreign Minister, Ln'
vain, complained to the East German wa of Trade that the postponement would
cause a considerable loss to.the Bulgarian econcny. _‘.[.1/

Soviet officials also critdiciszed East Germany in early 1957 for oelivery delays

of machine tools which hald up plan fulfillment of other CHA lembers, In reply,
the East Oermans stated that CitiA's desimion to wultiply Cermany's auvtomstic
machinery construction hy eight timea bore no relation to the actual stock of

raw material available to itms industry. 18/

VI. Role of Poland in the CEMA Systenm

The Polish uprising in October 1956 added to the dissstisfactions alrsady
existent within the CEMA systen. 19/ Late in Octoler 1956, Poland temporarily
halted deliveries of coal to ﬂ.gpehoalovﬂm and East Germany. The immediate effect
of this atoppage was ,to uren.te confusion and partial disrupticn in th’e‘Czech and

- East Oerman econemies. I’t_“ resulted in the closine down of two of six blast
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furnaces at the Furstenberg Combine in l.atfuf‘19'56. In sriother,iron foundry combine,

five of six blast furnaces were shut dmm. Tho averall effects o these events on
the Last Gernan econcwy wore noted by the Chitrmen of the Fast German Planning
Commission. He stated, "When we lack Mam%g;oal coke, the production of rolled
8teelldoc11nau'; when rolled steel is short, thers is not euou.gh for machine construction,
N

building construction and transportations™ The East German economic plons had to be
altersd to reflect the lowered preduction and the drop in imports and exports.

The Hﬁégarlnn fuel orisis, which began prior to the Hu‘nguri&’n’rmlution,
stemred in .plxrt from the Polish failure to comply with its obligation to deliyer
coal and ccke. It is also reported thet, starting in 1457, the Poles w1thh;1d
coal frem Hungsry until the latter fulfilled all export oblipations to Poland.

The longwrange effects of the Polish t{prining (4n so0 far as they can be
deternined), have besn to partially dislocate ;nd retard Bloo economic coordination,

in

Poland has achisved more indapendencs with the CEMA system. Reportedly, Poland
has informed the Soviets--at least by indirection--thet CEMA de&isions and assigmuents
vill have no force and effect on Poland withou§ that country's specific approvale.
Although Poland will remain a part of CEMA and will continue frequently to -cooper-

ate with other member countries, her participstion in Bloc econoc:ic coordination

can be expected to be lesz and less in ths future.
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